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THE OBJECTIONS TO AN IMMEDIATE RESUMPTION 
OF PRIVATE OPERATION 

GEORGE FOSTER PEABODY 
Banker, New York 

WE are all indebted to the Chairman for putting so clearly 
before us the foundation of the discussion this after- 
noon, which is really the foundation of the whole study 
we have before us, the interest of the public as being paramount, 
as being fundamental to the whole question. I wish it were pos- 
sible that his very succinct expression of that might be put before 
the minds of the whole public because, as Mr. Sisson has pointed 
out, the public is indicating very slight interest in this, the most 
important domestic issue that has ever come before the country. 
My excuse for speaking on this subject, apart from my interest 
in public affairs for many years, is that for more than a third of a 
century I have been actively engaged as a banker and railroad 
official, in the construction of railroads and the operation of rail- 
roads and the observance of the conditions in the relation of rail- 
roads to the public practically, and with reference to the influence 
in politics, of railroad corporations which, as regulation began 
to develop more and more, were compelled to be in politics and 
compelled to be in politics in the most harmful and disastrous way 
possible, because they necessarily worked more or less under- 
ground. They worked to influence the election or defeat of this 
man or that man. We cannot imagine any more harmful way 
of having the railroads participate in politics than the way of 
participation through regulation of the private corporations by 
the government. The railroads have long been operated for profit 
with public service as a secondary consideration. We all recall, 
as was suggested to us last evening at the dinner, the well-known 
phrase of a very prominent man with reference to the public's 
relations to the railroads just after he had sold thirty million 
dollars worth of railroad stocks to some people in Great Britain. 
I have observed in my very considerable relations with rail- 
roads in every section of this country, Mexico and Canada, that 
while they do not say so publicly, it is almost of necessity the fact 
that the operating managers and officials of railroads feel that 
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sentiment in their hearts ; when they dare do it they act it in their 
practice — "the public be damned." 

I am rather surprised, as I talk with some of my associates in 
railroad and banking circles, and as I recall the very interesting, 
carefully prepared and evidently studied paper of Mr. Sisson, to 
observe that they are anxious and desirous to have the railroads 
now given back to the corporate management without all the 
necessary facts made public with reference to the financial con- 
ditions of the various railroads. We were told last night that 
something like 150,000 miles of our railroads had not earned 
the mortgage interest. What sort of condition is the country 
going to face ? What conditions are the bankers going to face ? 
What condition are the reserve funds of our banks going to be 
in if we have railroad bankruptcy developed ? I never knew any- 
thing so full of temerity as the position of the banking interests 
with reference to this railroad question. 

The former Director General of Railroads, not an advocate of 
government ownership, Mr. McAdoo, recommended five years' 
extension of the government control that the public might study 
the question, that the government might go forward to develop 
the good or the bad features of unification of terminals, of the 
diversion of traffic formerly sent over heavy grades and around 
curves and long routes, rather than over low grades and direct 
routes. There was then, on the part of the prominent and leading 
interests, almost unanimous opposition without any effort to 
develop public sentiment on the question. 

I am sure that they do not realize the possible panic that might 
result from having these railroads turned back under the Esch 
Bill or the Cummins Bill or any possible bill that may be worked 
out in a few weeks. It is something quite too fearful to con- 
template, and that at a time when our financial resources are 
being strained, when we are told — and it is the truth— that 
European nations need this one solvent country to help them in 
the recuperation of the world. 

So when we discover that the public generally is not so very 
much interested, that the banking and railroad interests which 
ought to know this situation, are simply saying "Give them 
back to us," giving us no notion as to whether this railroad cor- 
poration in Illinois, this railroad corporation in Colorado, this 
railroad corporation in Maryland, is coming out solvent or not, 
it is a most amazing instance of a strange faith in the resiliency 
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of democracy. But it is a blind and curious faith in democracy 
which we find suggested constantly that politics will come in if 
the government continues to operate the railroads. What is 
politics? What is politics in a democracy? Why, it is the 
functioning of the people of the country, the whole people who 
are the democracy in the form of our government, simply for the 
sake of doing in a communal way the things that ought to be, 
and therefore can be, done most economically, most efficiently. 
We do not think of sweeping the street in front of our houses; 
we have the city do it. In the early days we had toll roads all 
over the country. We got rid of them because they were hin- 
dering the development of the industries and commerce and pro- 
duction of the country. A railroad is simply the complicated 
roadway development of industrial civilization in place of the 
slower simpler way. If we have any faith in democracy we must 
give democracy the opportunity to practice with the difficult 
things. One of the reasons why we have all of this activity 
upon the part of a few, which has brought the name "politics" to 
be a by-word, is that we have had a great continent to conquer. 
We have had great opportunities for profit from land speculation 
and other speculations, and the men of this country, even the 
laboring men, have been thinking that somehow or other they 
would have the chance to be Charlie Schwabs, that they would be 
Astors or Goelets or some other millionaire, by the good fortune 
of having property where a city came to be, or where a railroad 
came, or whatever it may be that makes certain lands specially 
valuable. 

Now we are coming to a period where the women, who have 
not that particular sort of vitiated outlook on life, are coming to 
have a great power, and they are coming to have a greater part in 
the consideration of great problems. What we should have now 
is time, two years or more — five years I believe is a better time — 
to study this railroad problem that the public may know what 
is best. If you do not have a really intelligent, widespread public 
sentiment underneath your policy, whether it be private owner- 
ship or whether it be government ownership, you will have fric- 
tion, and friction will ruin anything. Friction upsets any ma- 
chine you have. The friction is what you try to get rid of in your 
motor car, even if it be a Ford, which comes the nearest to elimi- 
nating friction, I believe, of anything manufactured on a large 
scale ; and political and economic friction must be got rid of. 

[727] 



216 RAILROAD LEGISLATION [Vol. VIII 

We have had suggested to us by Mr. Sisson's excellent paper 
the dangers that there will be if we have no increase of rates, and 
if you observed the detail with which he suggested these 
dangers you would realize that it is a very complicated proposition 
that he suggests. Professor Johnson has pointed out to us in a 
very illuminating and educative way the desirability of having 
another board of transportation to help regulation. Regulation 
of a private corporation operated for profit means friction. I 
have been told by friends in charge of great railroad systems that 
in the last few years, one-third, sometimes one-half of their time 
was taken up with attention to the orders from the Interstate 
Commerce Commission and from the various Commissions in 
the States in which their roads operated, in order to try to avoid 
friction, serious friction, financial friction and every other kind. 

Mr. Sisson has pointed out to you the difficulty of railroads 
getting credit. I think Mr. William Church Osborn, this morn- 
ing, was absolutely right in saying that the public has reached the 
final point of view as regards the use of capital — it had no more 
money to lend the railroads. That is true. You have heard that 
six billion of dollars of new capital would be required for the 
maintenance and extension of the railroads. I think that is a 
much smaller amount than should be properly spent. It cannot 
be raised by any conceivable proper development of government 
relation to privately owned roads, at any reasonable figure. I 
am confident of that. What is needed by every interest is time 
to study and develop all the facts as to where this railroad prob- 
lem is coming out, as to what will happen under certain condi- 
tions, and then have a public sentiment created that will give us 
a rightly-informed Congress, that will present a bill that will be 
discussed far and wide. 

There are two bills. The Esch Bill has passed the House. The 
Cummins Bill will pass the Senate with such amendments as we 
do not now know of. No one familiar with legislation, no one 
familiar with such affairs, has the remotest idea that either the 
present Esch Bill or the Cummins Bill will be the bill finally 
passed. They will both go to a Conference Committee where in 
secret, as so much of the important legislation of the United 
States has been devised, a new bill in very many respects, will 
come out and there will be but a short time for the public to get 
any idea of its real thought. People will have no opportunity 
to have a carefully considered and carefully reasoned opinion 
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as to how that bill will relate itself to roads in Illinois and to roads 
in New England and to roads on the Pacific and to roads in the 
South. These regions are all different in their conditions. The 
cotton business is a seasonal business; the grain business is a 
seasonal business ; the manufacturing is more or less of a seasonal 
business in New England. 

The President then has the problem put before him. Without 
any clear public sentiment, without any assurance on his part as 
to how the public will take it, the President is called upon to veto 
or sign such a bill within a few weeks. It is the most amazing 
temerity, the lack of interest on the part of the public and the 
lack of really thorough effort and determination on the part of our 
great leaders in finance and railroad management, that they 
should not now ask for time in which carefully to develop the 
facts as to those details which are of such vital importance to the 
public. 

You perhaps have realized already that I am not in favor of a 
return to private ownership. After some fifteen years of active 
relation to railroad management in very considerable detail, as 
I say, I reached the conclusion twenty years ago that it was not 
possible without too serious friction to have a government-regu- 
lated railroad system privately owned and with profit making 
related to it. So I believe we shall not go forward with the real 
progress in democracy until our transportation system is oper- 
ated without any profit to labor or to capital, but is operated so 
that the man who has industry, ingenuity and power and initiative 
to develop and to increase the production of wealth, shall be as- 
sured that this wealth, which he is to send here and there in this 
country and the world, shall be transported properly and quickly 
and at the cheapest possible rate without any question of prefer- 
ence to any of his rivals. 
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